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INDEPENDENT AUDITORS' REPORT

The Honorable County Judge
and Commissioners’ Court

County of Glasscock

P.O. Box 67

Garden City, TX 79739-0067

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the County of Glasscock, Texas, as of and for the year ended
September 30, 2010, which collectively comnprise the County's basic financial statements as listed in the table of contents,

These financial statements are the responsibility of the County's management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Govermnment Auditing Standards, issued by the Comptrolier General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit inciudes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

As discussed in Section [, Note C., the County prepares its financial statements on the modified cash basis, which is a
comprehensive basis of accounting other than accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position - modified cash basis of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the County of Glasscock, Texas, as of September 30, 2010, and the respective
changes in financial position - modified cash basis and cash flows - modified cash basis, where applicable, thereof for the
year then ended in conformity with the basis of accounting described in Section |, Note C.

In accordance with Government Audifing Standards, we have also issued our report dated March 8, 2011, on our
consideration of the County of Glasscock’s internat control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of thatreportis to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not o provide an opinion on the internal control over financial reporting or on compliance. That report is an integral

part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

Management's discussion and analysis, budgetary comparison information, and schedule of funding progress for the
TCDRS retirement plan on pages 3 through 8, 30 through 31, and 32, respectively, are not a required part of the basic
financial statements but are supplementary information required by accounting principles generaily accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of management

regarding the methods of measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

2201 Sherwood Way, Suite 302 + P.O. Box 5821 « San Angelo, TX 76902-5821



The Honorable County Judge
and Commissioners’ Court
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
County of Glasscock’s basic financial statements. The other supplementary information listed in the table of contents is
presented for purposes of additional analysis and is not a required part of the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in ail material respects in relation to the basic financial statements taken as a whole.

[fchert & Lompany, LIP

March 8, 2011



COUNTY COMMISSIONERS

GLASSCOCK COUNTY
P.O. BOX 67
GARDEN CITY, TEXAS 79739
PH. 432-354-2382 Fax 432-354-2348
Commissioners

Jimmy Strube  Pct. 1
Mark Halfmann Pet. 2
Gary Jones Pet. 3
Michael Hoch Pet. 4

MANAGEMENT’S DISCUSSION AND ANALYSIS
UNAUDITED

Our discussion and analysis of the County of Glasscock's financial performance provides an overview of the County's
financial activities for the year ended September 30, 2010, within the limitations of the County's modified cash basis of
accounting. It should be read in conjunction with the County's basic financial statements and independent auditors’ report.

Financial Highlights - Modified Cash Basis of Accounting

The County's assets exceeded its liabilities at the end of the current year by $6,726,978 (net assets). Of this amount,
$3,041,5622 (unrestricted net assets) may be used to meet the County's ongoing obligations.

The County's total net assets increased by $765,994 as a result of current year operations. The County's statement of
activities shows total revenues of $3,699,101 and total expenses of $2,933,107.

The total fund balance, all of which is unreserved, of the General Fund was $2,798,466 which was an increase of $564,156
compared o the prior year.

Overview of the Financial Statements

The County's financial statements are presented in a format consistent with the presentation requirements of the

Governmental Accounting Standards Board (GASB) Statement No. 34, as applicable to the County’s modified cash basis
of accounting,

This discussion and analysis is intended to serve as an introduction to the County's basic financial statements. The
County's basic financial statements consist of government-wide financial statements, fund financial statements, and notes

to the financial statements. This report also contains other supplementary information in addition to the basic financial
statements.

Government-Wide Financial Statements - The government-wide financial statements are designed to provide readers
with & broad overview of the County's finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the County's assets and liabilities resuiting from the use of the
modified cash basis of accounting, with the difference between the two reported as net assets. Over time, increases or

decreases in net assets may serve as a useful indicator of whether the financial position of the County is improving or
deteriorating.



MANAGEMENT'S DISCUSSION AND ANALYSIS - Continued
UNAUDITED

Overview of the Financial Statements - Continued

The statement of activities presents information showing how the County's net assets changed during the current year
while keeping in mind the limitations of the modified cash basis of accounting.

The governmental activities of the County include public fransportation through roads and bridges, justice system, public
safety, public heaith and welfare, culture and education, and community and economic development, as well as general
administrative and support services. Business-type activities consist of a water system.

The County has no component units.

Fund Financial Statements - A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The County, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the County
can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds - Governmental funds are used o account for essentially the same functlions reported as
governmental activities in the government-wide financial statements. However, uniike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as
well as on balances of spendable resources available at the end of the current year.

Because the focus of governmental funds is narrower than that of the government-wide financiat statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By doing so, readers may better understand the long-term impact of the
County's near-term financing decisions. Both the governmental fund balance sheet - modified cash basis and the
governmental fund statement of revenues, expenditures, and changes in fund balances - modified cash basis provide a
reconcitiation to facilitate this comparison between governmental funds and governmental activities.

Information is presented separately in the governmental fund balance sheet - modified cash basis and in the governmental
fund statement of revenues, expenditures, and changes in fund balances - modified cash basis for the General Fund which

is considered to be a major fund. Data from other governmental funds are combined into a single, aggregated
presentation,

The County adopts a budget for its General Fund and Special Revenue Funds.

Proprietary Funds - Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The County uses an enterprise fund to account for its water system,

Fiduciary Funds - Fiduciary funds are used to account for resources which are collected by the County in a trustee
capacity or as an agent for individuais, private organizations, other governments, or other County funds. Fiduciary funds
are not reflected in the government-wide financial statements because the resources of those funds are not available to
support the County’s own programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

Notes to the Financial Statements - The notes provide additional information that is essential to a full understanding of
the data provided in the governmeni-wide and fund financial statements.



MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

UNAUDITED

Government-Wide Financial Analysis
Net Assets - A summary of the County's net assels is presented below:

NET ASSETS - MODIFIED CASH BASIS

Governmental Activities Business-Type Activities Totals
September 30,
2010 2009 2310 2009 2010 2009
Current and Other Assets $ 2980659 $ 2,386,571 $ 88,323 $ 80,457 § 3,068,082 $ 2467028
(Capital Assets 2491073 - 2,291,783 1,194,383 1,222,859 3,685,456 3,514,642
Total Asseis 3 5471732 § 4678354 % 1282706 5 1303316 § 6,754,438 § 5,981,670
Liabilities $ 27460 % 20685 % o $ G % 27460  § 20,586
Net Assets
Invested in Capilat Assets § 2,401,073 $ 2,291,783 $ 1,194,383 $ 1,222859 $ 3685456 $ 3,514,642
Unrestricted 2,953,199 2,365,885 88,323 80,457 3,041,522 2,446,342
Total Net Assets § 5444272 § 4657668 § 1282706 § 1303316 $ 5726978 $ 5960084

A large portion of the County's net assets resulting from modified cash basis transactions ($3,685,456) reflects the
County's investment in capital assets {land, buildings and equipment). These assets are not available for future spending.
The remaining balance of unrestricted net assets ($3,041,522) may be used to meet the County's ongoing obligations.



MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued
UNAUDITED

Government-Wide Financial Analysis - Continued

Governmental Activities - For the fiscal years ended September 30, 2010 and 2009, governmental activities increased
the County's net assets resulting from modified cash basis transactions by $786,604 and $556,783, respectively, while
business-type activities decreased the County’s net assets resulting from modified cash basis transactions by $20,610 and
$23.,536, respectively. Key elements of these increases (decreases) are as follows:

CHANGES IN NET ASSETS - MODIFIED CASH BASIS

Governmental Activities Business-Type Activilies Totals
Year Ended September 30,
2010 2009 2010 2009 2010 2008
Revenues
Program Revenues
Charges for Services 5 4988943 § 515905 § 85396 $ 76017 § 584339 $ 591,916
Operating Grants and Contributions 51,778 172,720 0 a 51,778 172,720
Generat Revenues
Maintenance and Operations Taxes 3,003,962 2,788,548 0 0 3,003,962 2,788,549
Investment Earnings 4,675 13,723 132 473 4,807 14,196
Other 54,215 25,056 0 0 54,215 25,056
Total Revenues $ 3613573 % 3515953 § 85528 & 756,484 § 3689101 § 3,592,437
Expenses
General Government § 1,022459 $ 557134 § 0 % 0 % 1022459 $ 557,134
Roads and Bridges 1,024,213 1,274,038 0 0 1,024,213 1,274,038
Jusfice System 160,048 319,386 0 0 164,948 314,386
Public Safety 438,550 629,639 0 0 438,550 628,639
Fuhlic Health and Welfare 37,786 35,179 0 0 37,766 35179
Culture and Education 92,379 93,517 0 0 82,379 93,517
Community and Economic Development 50,654 50,277 0 0 50,654 50,277
Water 0 8] 106,138 160,020 106,133 100,020
Tolal Expenses $ 2826969 § 2953170 § 106,138 % 100,020 5 2933107 § 3,059,190
Change in Net Assets $ 788604 % 556,783 § (20610) § (23,536) § 7650904 § 533,247
Net Assets - Beginning 4,657 668 4,104,885 1,303,316 1,326,852 5,960,984 5,427,737
Net Assets - Ending $ 5444272 § 4657668 §$ 1282706 $ 1,303,316 § 6726978 § 5,950,984




MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued
UNAUDITED

Government-Wide Financial Analysis - Continued
The above “Changes in Net Assets” reflects the following;
Governmental Activities

The total cost of all governmental activities this year was $2,826,969.

Some costs, $498,943 were recovered through charges for services from those who directly benefited from the
programs.

Other costs, $51,778, were recovered through operating grants and contributions.

The total net cost (total cost less program revenues) of afl governmental activities this year was 52,276,248,

The amount paid by taxpayers for these activities through property taxes was $3,003,962.

The amount funded by investment earnings and other revenues was $58,890.

e @ B @

Business-Type Activities

The total cost of all business-type activities this year was $106,138.

= Charges for services from those who directly benefited from the programs were $85,396.
The total net cost of all business-type activities this year was $20,742.

» Investment earnings generated additional revenues of $132.

Financial Analysis of the County's Funds
The County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental Funds - The focus of the County’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the County’s financing
requirements. The unreserved fund balance may serve as a useful measure of the County’s net resources available for
spending at the end of the current year within the limitations of the County’s modified cash basis of accounting.

The County's governmental funds reported combined ending fund balances on the modified cash basis of accounting of
$2,953,199, an increase of $587,314 in comparison with the prior year. This total amount constitutes unreserved fund
batance, which is available for spending at the County's discretion.

Proprietary Funds - The County’s proprietary fund provides the same type of information found in the government-wide
financial statements, but in more detail. Unrestricted net assets amounted to $88,323. Total net assets decreased
$20,610.

General Fund Budget

The original and final amended budget for the General Fund was $3,665,119, Significant variances between the original
budget and the final amended budget were a decrease of $12,426 in General Government expenditures and an increase of
$12,674 in Public Safety expenditures.



MANAGEMENT’S DISCUSSION AND ANALYSIS - Continued

UNAUDITED

Capital Assets and Debt - Modified Cash Basis

Capital Assets - The County's investment in capital assets, net of depreciation, for its governmental type acivities as of
September 30, 2010 and 2009, was $2,491,073 and $2,291,783, respectively. This investment in capital assets includes
land, buildings and improvements, machinery and equipment, and construction in progress. Major additions during the
current year included an ambulance, vehicles, and road crew equipment,

The County’s investment in capital assets, net of depreciation, for its business-type activities as of September 30, 2010 and
2009, was $1,194,383, and $1,222,859, respectively. This investment in capital assets includes land, the water system,
and machinery and equipment.

CAPITAL ASSETS NET OF DEPRECIATION - MODHFIED CASH BASIS

Governmental Activiies Business-Type Activities Totals
September 30,
2010 2009 2010 2009 2010 2009
Land $ 158519 $ 158510 3 20,000 $ 20,000 5 178,519 $ 178,519
Buildings and improvements 982,508 1,059,665 0 0 982,508 1,059,665
Water System 0 0 1,162,500 1,202,859 1,162,500 1,202,852
Machinery and Equipment 1,316,852 1,073,599 11,883 0 1,328,735 1,073,589
Consfruction in Progress 33,184 0 4 ] 33,184 G
Totals $ 2,491,073 $ 2291783 $ 1,194,383 $ 1,222 859 $ 3,685458 $ 3,514,842

Long-Term Debt - The County had no long-term debt outstanding.

Economic Factors and Next Year’s Budget

The County has adopted a budget for the General Fund in the amount of $3,757,151, for the fiscal year 2011, which is an
increase of $92,032 from the fiscal year 2010.

The County's assessed valuation for property taxes is $1,066,232,390 for the fiscal year 2011, which is an increase of
$165,947.230 from the fiscal year 2010.

The County’s total tax rate for property taxes is $.308 for the fiscal year 2011, which is a decrease of $.034 from the fiscal
year 2010.

The County's total tax levy for property taxes is $3,283,985 for the fiscal year 2011, which is an increase of $205,019 from
the fiscal year 2010,

Requests for Information

The financial report is designed to provide a general overview of the County's finances for ail those with an interest in the
County’s finances. Questions concemning any of the information provided in this report or requests for additional financial
information should be addressed to: Kim Haffmann, County Judge, County of Glasscock, P.O. Box 67, Garden City, TX
79739-0067.



Basic Financial Statements




ASSETS

Cash and Temporary Investments
Due from Fiduciary Funds
Capital Assets (Net of Accumulated Depreciation):

{and

Buildings and Improvements
Water System

Machinery and Equipment
Construction In Progress

Total Assets

LIABILITIES

Due to Other Governmenis

NET ASSETS
Invested in Capital Assets
Unrestricted

Total Net Assets

COUNTY OF GLASSCOCK
Staterment of Net Assets - Modified Cash Basis
September 30, 2010

Governmental Business-Type

Activities Activities Total
$ 2,923,862 $ 88,323 $ 3.012185
56,797 0 56,797
158,519 20,000 178,519
982.508 0 982,508
0 1,162,500 1,162,500
1,316,852 11,883 1,328,735
33,194 0 33,194
$ 5.471,732 $ 1,282,708 3 6,754,438
$ 27,460 $ 0 3 27,460
$ 2,491,073 $ 1,194,383 $ 3,685,456
2,953,199 88,323 3,041,522
$ 5,444,272 $ 1,282,706 $ 6,726,978

The accompanying notes are an integral part of this financial statement.
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ASSETS
Cash and Temporary Investments
Due from Other Funds

Total Assets

LIABILITIES
Due to Gther Governments

FUND BALANCES
Unreserved, Reported in:
General Fund
Special Revenue Funds

Total Fund Balances

Total Liabilities and Fund Baiances

COUNTY OF GLASSCOCK
Balance Sheet - Modified Cash Basis

Governmental Funds
September 30, 2010

Cther Total
Governmental Governmental

General Funds Funds
§ 2772772 $ 151,090 $ 2,923,862
53,154 3,643 56,797
$ 2.825,926 $ 154,733 $ 2,980,659
$ 27,460 $ 0 5 27,460
$ 2,798,466 5 0 $ 2,798,466
0 154,733 154,733
$ 2,798,466 $ 154,733 $ 2,953,199
$ 2,825,926 $ 154,733 $ 2,980,659

The accompanying notes are an integral part of this financial statement,
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COUNTY OF GLASSCOCK
Reconciliation of the Governmental Funds Balance Shest to the
Statement of Net Assets - Modified Cash Basis
September 30, 2010

Total Fund Balances - Governmental Funds

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the governmental funds. The net effect of including the beginning
balances for capital assets (net of depreciation) is to increase net assets.

Current year capitai outlays are expenditures in the fund financial statements but are
shown as increases in capital assets in the government-wide financial statements.
The net effect of including capital outlays is to increase net assets.

The gross amount received from the disposal of capital assets used in governmental
activities is reported in the governmental funds as revenues. In the government-wide
financial statements disposal proceeds are reduced by the remaining depreciable
bases of the assets. The net effect of the adjustments is to decrease net assets.

Depreciation is not recognized as an expense in governmental funds since it does
not require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Net Assets of Governmental Activities

The accompanying notes are an integral part of this financiat statement.
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$ 2,953,199

2,291,783

504,043

{18,485)

{286,268)

$ 5,444,272



COUNTY OF GLASSCOCK
Statement of Revenues, Expenditures, and Changes in Fund Balances - Modified Cash Basis
Governmentat Funds
Year Ended September 30, 2010

REVENUES
Taxes
Fees
Fines
Intergovernmental
interest
Miscellaneous

Total Revenues

EXPENDITURES
Current:

General Government
Roads and Bridges
Justice System
Public Safety
Public Health and Welfare
Culture and Education
Community and Economic Development

Total Expenditures
Net Change in Fund Balances
Fund Balances - Beginning

Fund Balances - Ending

Other Total
Governmental Governmental

General Funds Funds
$ 3,003,962 3 0 $ 3,003,962
330,158 41,012 371,170
105,648 8] 105,648
71,044 §] 71,044
4,422 253 4675
74,424 1,135 75,559
$ 3,580,658 $ 42,400 $ 3,632,058
$ 1,030,403 $ 17,050 $ 1,047,453
1,160,635 8] 1,160,635
126,949 8] 126,949
563,774 2.192 565,966
36,952 0 36,952
85,356 0 85,356
21,433 0 21,433
$ 3,025,502 $ 19,242 $ 3,044,744
$ 564,156 $ 23,158 $ 587,314
2,234,310 131,575 2,365,885
$ 2,708,466 $ 454,733 $ 2,053,199

The accompanying notes are an integral part of this financial statement.
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COUNTY OF GLASSCOCK
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balances to the Statement of Activities - Modified Cash Basis
Year Ended September 30, 2010

Total Net Change in Fund Balances - Governmental Funds

Current year capital outlays are expenditures in the fund financial statements but are
shown as increases in capital assets in the government-wide financial statements.
The net effect of removing capital outlays is to increase net assets.

The gross amount received from the disposal of capital assets used in governmental
activities is reported in the governmental funds as revenues. In the government-wide
financial statements disposal proceeds are reduced by the remaining depreciable
bases of the assets. The net effect of the adjustments is o decrease net assets.
Depreciation is not recognized as an expense in governmental funds since it does
not require the use of current financial resources. The net effect of the current year's

depreciation is to decrease net assets,

Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of this financial statement.
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$ 587,314

504,043

(18,485)

(286,268)

$ 786,604



COUNTY OF GLASSCOCK
Statement of Net Assets - Modified Cash Basis
Proprietary Fund
Sepiember 30, 2010

Water
System
Enterprise
Fund
ASSETS
_____ Current Assets:
Cash and Temporary Investments 3 88,323
Noncurrent Assets:
Capital Assets:
L.and $ 20,000
Water System 1,614,330
Equipment 12,400
Total $ 1,646,730
Less Accumulated Depreciation {452,347)
Capitat Assets, Net of Accumulated Depreciation $ 1,194,383
Total Assets $ 1,282,706
LIABILITIES
Current Liabilities:
None $ 0
NET ASSETS
Invested in Capital Assets $ 1,194,383
Unresftricted 88,323
Total Net Assets $ 1,282,706

The accompanying notes are an integral part of this financial statement.
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COUNTY OF GLASSCOCK
Statement of Revenues, Expenses, and Changes in Fund Net Assets - Modified Cash Basis
Proprietary Fund
Year Ended September 30, 2010

Water
System
Enterprise
Fund
OPERATING REVENUES
Charges Sales and Services:
Water Sales % 85,096
Other Services 300
Total Operating Revenues 5 85,396
QOPERATING EXPENSES
Salaries and Benefits $ 30,354
Utilities 17,382
Insurance 3,368
Repair and Maintenance 10,997
Other 3,161
Depreciation 40,876
Total Operating Expenses $ 106,138
Operating Loss $ (20,742)
NON-OPERATING REVENUES (EXPENSES)
interest Earned 132
Change in Net Assets 3 {20,610)
Total Net Assets - Beginning 1,303,316
Total Net Assets - Ending $ 1,282,706

The accompanying notes are an integral part of this financial statement.
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COUNTY OF GLASSCOCK
Statement of Cash Flows - Modified Cash Basis
Proprietary Fund
Year Ended September 30, 2010

Water
System
Enterprise
Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers and Users $ 85,396
Cash Payments for Goods and Services {30,354)
Cash Payments for Salaries and Benefits (34,908)
Net Cash Provided (Used) by Operating Activities 5 20134
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchase of Depreciable Assets {12,400)
CASH FLOWS FROM INVESTING ACTIVITIES
fnterest on Investments 132
Net Increase in Cash and Cash Equivalents $§ 7,866
Cash and Cash Equivalents - Beginning 30,457
Cash and Cash Equivalents - Ending $ 88323
RECONCILIATION OF OPERATING INCOME (LOSS)Y TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Operating Loss $ (20,742)
Adjustments to Reconcile Operating Income (Loss) to Net
Cash Provided (Used) by Operating Aclivities
Depreciation 40,876
Net Cash Provided (Used) by Operating Activities 5 20,134

The accompanying notes are an infegral part of this financial statement.
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COUNTY OF GLASSCOCK
Statement of Fiduciary Net Assets - Modified Cash Basis
Fiduciary Funds
Seplember 30, 2010

Agency
Funds
ASSETS
Cash $ 113,353
LIABILITIES
Due to Other Funds $ 56,797
Due to Other Governmenis 21,583
Due to Cthers 34,973
Total Liabitities $ 143,353

The accompanying notes are an integral part of this financial statement.
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COUNTY OF GLASSCOCK
Notes o the Financial Statements
September 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The County of Glasscock, Texas, prepares its basic financial statements on the modified cash basis of accounting

which is @ comprehensive basis of accounting other than accounting principles generally accepled in the United
States of America.

A. Reporting Entity

The County of Glasscock, Texas, was organized by an Act of the Texas Legislature in Aprit 1893. The Countyis
governed by the Commissioners’ Court, a five member group consisting of an elected County Judge and four
County Commissioners elected from individual precincts. Services provided by the County include public
transportation through roads - and bridges, justice system, public safety, public health and welfare, culture and
education, and community and economic development, as well as general administrative and support services.
The County also provides water utilities. There are no component units included within the reporting entity.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (the statement of net assets and the statement of activities) report
information on all of the nonfiduciary activities of the primary government. For the most part, the effect of
interfund activity has been removed from these statements, Governmental activities include programs supported
primarily by taxes, grants, and other intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include: (1) charges for services - payments from parties that purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or segment of the County and
(2} grants and contributions - payments from organizations outside the County that are restricted fo meeting the
operational or capital requirements of a particular function or segment of the County. Revenues that are not
classified as program revenues, including all taxes, are presented as general revenues.

Al interfund transactions between governmental funds are eliminated in the governmentwide financial
statements. Interfund activities between governmental funds and fiduciary funds remain as interfund receivabies
and payables on the government-wide statement of net assets.

Separate financial staternents are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual governmental
funds are reported as separate columns in the fund financial statements. All remaining governmental funds are
aggregated and reporied as other funds.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
generatly result from providing services in connection with a proprietary fund's ongoing operations. Operating
expenses include the cost of services and administrative expenses. All revenues and expenses not meeting
these definitions are reported as nonoperating revenues and expenses.

C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe how transactions are recorded within the various financial
statements. Basis of accounting refers to when fransactions are recorded regardless of the measurement focus
applied.
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COUNTY OF GLASSCOCK
Notes to the Financial Statements - Continued
September 30, 2010

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

C. Measurement Focus and Basis of Accounting - Continued

Additionally, the government reports the following fund type:

Fiduciary Funds - These Funds are used to account for resources which are collected by the County in a

trustee capacity or as an agent for individuals, private organizations, other governments, or other County
funds.

D. Cash and Cash Equivalents - Proprietary Funds

For purposes of the statement of cash flows for proprietary fund types, the County considers cash on hand,
demand deposits, and short-term investments with original maturities of three months or less from the date of
acquisition to be cash equivalents.

Interfund Receivables and Payables

Activity between individual funds may result in amounts owed between funds which are classified as Due To and
From Other Funds. Other than amounts due to or from fiduciary funds these balances are eliminated in the
statement of net assets.

Capital Assets

In the government-wide financial statements, capital assets arising from modified cash basis transactions are
reported in the statement of net assets. Capital assets are recorded at historical cost or estimated historical cost
if purchased or constructed.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets
lives are not capitalized.

Méjor outlays for capital assets and improvements are capitalized as projects are constructed.

Property, plant, and equipment is depreciated using the straight-line method over the following estimated useful
lives:

Assets Years

Buildings and Improvements 15-30
Machinery and Equipment 5-10
Water System 40

in the fund financial statements, capital assets arising from modified cash basis transactions acquired for use in
governmental fund operations are accounted for as capital outlay expenditures of the governmental fund upon
acquisition, Capital assets used in proprietary fund operations are accounted for the same as in the government-
wide financial statements.

. Restricted Assets

When both restricted and unrestricted resources are available for use, it is the County’s policy to use restricted
resources first, then unrestricted resources as they are needed.

21



HI.

COUNTY OF GLASSCOCK
Noates to the Financial Statements - Continued
September 30, 2010

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY - Continued

B. Excess Expenditures Over Appropriations

Expenditures exceeded appropriations in Public Safety by $13,536.

DETAIL NOTES ON ALL ACTIVITIES AND FUNDS

A. Deposits and Investments

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the areas of
investment practices, management reports, and establishment of appropriate policies. Among other things, it
requires the County to adopt, implement, and publicize an investment policy. That policy must address the
following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4)
acceptable risk levels, (5) expected rates of return, (6) maximum allowable stated maturity of porifolio
investments, (7} maximum average dollar-weighted maturity allowed based on the stated maturity date for the
portfolio, (8) investment staff quality and capabilities, and (9) bid solicitation preferences for certificates of deposit.
Statutes authorize the County to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the
State of Texas, (2) certificates of deposit, {3} certain municipal securities, {(4) money market savings accounts, (5)
repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed
investment contracts, and (10) common trust funds. The Act also requires the County to have independent
auditors perform test procedures related to investment practices as provided by the Act. The County is in
substantial compliance with the requirements of the Act and with local policies.

In compliance with the Public Funds Investment Act, the County has adopted a deposit and investment policy.
That policy addresses the following risks:

Custodial Credit Risk — Deposits and Investments: In the case of deposits, this is the risk that in the event
of a bank failure, the County's deposits and investments in certificates of deposit may not be returned to it.
The County’s policy does not contain legal or policy reguirements that would limit the exposure to custodial
credit risk for deposits and investments, other than the following: The State of Texas requires that a
financial institution secure deposits and investments made by state and local govemments by pledging
securities in excess of the highest cash balance of the government. The County is not exposed to
custodial credit risk for its deposits and investments in certificates of deposit, since they are covered by
depository insurance and pledged securities held by a third party in the County’s name.

Concentration of Credit Risk: The investment policy of the County contains no limitations on the amount
that can be invested in any one issuer. Investments in any one issuer (other than U.S. Treasury securities,
mutual funds, and external investment pools) that represent five percent or more of the total entity
investments represent a concentration risk. At September 30, 2010, all of the County’s investments are in
external investment pools or certificates of deposit with its depository bank. The certificates of deposit are
completely covered by piedged securities as described in the preceding paragraph.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment will not fuifil its
obligations. The ratings of securities by nationally recognized rating agencies are designed to give an
indication of credit risk. At September 30, 2010, the County was not significantly exposed to credit risk.

Interest Rate Risk: Not applicable

Foreign Currency Risk: Not appiicable
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COUNTY OF GLASSCOCK
Notes fo the Financial Statements - Continued
September 30, 2010

. DETAIL NOTES ON ALL ACTIVITIES AND FUNDS - Continued
C. Capital Assets

Capital asset aclivity for the year ended September 30, 2010, was as follows:

Beginning Ending
Governmental Activities Balance Additions Deletions Balance
Capital Assets :
Land $ 158519 § 0 3 0 % 158519
Buildings and Improvements 2,189,416 0 0 2,189,416
Machinery and Equipment 2,744,256 470,849 36,552 3,178,553
Construction in Progress 0 33,194 0 33,164
Total Capital Assets $ 5,092,191 § 504,043 § 36552 § 5,559,682
Less Accumulated Depreciation
Buildings and improvements $(1,129,751) $ (77,157) § 0 §(1,206,908)
Machinery and Equipment (1.670,657) (208,111) {18,067) (1,861,701)
Total Accumulated Depreciation $ (2,800,408) $ (286,268) §$ (18,067) & (3,068,609)
Governmental Activities Capital Assets, Net $ 2201783 § 217775 $ 18485 $ 2,491,073
Beginning Ending
Business-Type Activities Balance Additions Deletions Balance
Capital Assets
Land 3 20,000 § 0 3% 0 & 20,000
System 1,614,330 0 0 1,614,330
Machinery and Equipment 0 12,400 0 12,400
Total Capital Assets $ 1634330 §$ 12400 § 0 § 1,646,730
Less Accumulated Depreciation
System $ (411471 § (40359) § 0 % (451,830)
Machinery and Equipment 0 {617) 0 (517)
Total Accumulated Depreciation b (411,471) § (40,876) § 0 § (452.347)
Business-Type Activities Capital Assets, Net § 1222859 § (28476) $ 0 $ 1,194,383
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COUNTY OF GLASSCOCK
Notes to the Financial Statements - Continued
September 30, 2010

V. OTHER INFORMATION - Continued

A. Retirement Plan - Continued

Funding Policy - The employer has elected the annually determined contribution rate (Variable-Rate) plan
provisions of the TCDRS Act. The plan is funded by monthly contributions from both employee members and the
employer based on the covered payroll of employee members. Under the TCDRS Act, the contribution rate of the
employer is actuarially determined annually. The employer contributed using the actuarially determined rate of
16.13% for the months of the accounting year in 2009 and 19.82% for the months of the accounting year in 2010,

The deposit rate payable by the employee members for calendar year 2010 is the rate of 7% as adopted by the
governing body of the employer. The employee deposit rate and the employer contribution rate may be changed
by the governing body of the employer within the options available in the TCDRS Act.

Annual Pension Cost - For the employer’s accounting year ended September 30, 2010, the annual pension cost

for the TCDRS plan for its employees was $168,063, and the actual contributions were $168,063,

Actuarial Valuation information

Actuarial Valuation Date
Actuarial Cost Method

Amortization Method

Amortization Period in Years

Asset Valuation Method

Actuarial Assumptions:

12-31-07
Entry Age

Levet Percentage
of Payroll, Closed

15

SAF: 10-Year
Smoothed Value
ESF: Fund Value

12-31-08
Entry Age

Level Percentage
of Payroll, Ciosed

19

SAF: 10-Year
Smoothed Value
ESF: Fund Value

Investment Return' 8.0% 8.0%
Projected Salary increases’ 5.3% 5.3%
Inflation 3.5% 3.5%
Cost-of-Living Adjustments 0.0% 0.0%
! Inciudes Inflation at the Stated Rate
Trend Information
Annual Percentage Net
Accounting Pension of APC Pension
Year Ended, Cost (APC) Contributed Obiigation
9-30-08 $ 89,434 100% 3
9-30-09 132,733 100%
5-30-10 168,083 100%

27

12-31-09
Entry Age

L evel Percentage
of Payroll, Closed

20

SAF: 10-Year
Smoothed Value
ESF: Fund Value

8.0%
54%
3.5%
0.0%



COUNTY OF GLASSCOCK
Notes to the Financial Statements - Continued
September 30, 2010

V. OTHER INFORMATION - Continued
D. Closure and Postclosure Care Costs

State and federal laws and regulations require the County to piace a final cover on its landfill site when it stops
accepling waste and to perform certain maintenance and monitoring functions at the site for 30 years after
closure. The County is required by state and federal laws and regulations to annually provide assurance that
financial resources will be available to provide for closure, postclosure care, and remediation or containment of

environmental hazards. The County has complied with this requirement by obtaining a letter of credit from a
bank.
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COUNTY OF GLASSCOCK
Statement of Revenues, Expenditures, and Changes in Fund Balance -
Modified Cash Basis - Budget and Actual
General Fund - Continued
Year Ended September 30, 2010

Variance With
Final Budget
Budget Amounts Actual Positive
Original Final Amounts (Negative)
EXPENDITURES - Continued
Fublic Safety
Sheriff $ 312,008 $ 319,070 $ 348,722 $ (27.652)
Constable 27,714 28,054 25,665 2,389
Emergency Management 17,688 17,898 17,877 21
Fire Departmenis 28,879 33,929 54 375 (20,446)
Ambulance Expenses 144,900 144,900 117,249 27,651
Other 6,375 6,387 1,886 4,501
Total Public Safety $ 537,564 $ 550,238 $ 563,774 3 (13,536)
Public Health and Welfare
Landfill Expenses $ 40,000 $ 40,600 $ 36,552 $ 3,048
indigent Health Care 246 702 246,702 g 246,702
Total Public Health and Welfare $ 285,702 $ 286,702 $ 36,052 $ 249,750
Culture and Education
County Agent 5 38,501 $ 38,501 $ 38,126 $ 375
FCS Agent 29,139 29,1389 27,661 1,478
County and FCS Agents 23,823 23,823 19,569 4,254
Total Culture and Education $ 91 463 $ 91,463 % B5,356 $ 6,107
Community and Economic Development
Community Center $ 23,000 $ 23,000 3 21,433 % 1,567
Total Expenditures $ 3,665,119 $ 3,665,119 $ 3,025,502 $ 639,617
Net Change in Fund Balance $ (45175) § (45175) $ 564,156 $ 609,331
Fund Baiance - Beginning 2,234,310 2,234,310 2,234,310 0
Fund Balance - Ending $ 2,188,135 5 2,189,135 $ 2,798,466 % it
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COUNTY OF GLASSCOCK

Schedule of Funding Progress for the TCDRS Retirement Plan

September 30, 2010

{Unaudited)

UAAL as a
Actuarial Actuarial Actuarial Unfunded Annuat Percentage
Valuation Value of Accrued AAL Funded Covered of Covered

Date Assets Liability (AAL) {UAAL) Ratio Payroll’ Payroll

12-31-07 $ 2,856,680 $ 3,557,725 $ 701,045 80.30 % $ 730,712 95.94 %
12-31-08 2,173,574 3,258,490 1,084,916 66.70 % 794 475 136.56 %
12-31-09 2,356,987 3,415,933 1,058,946 69.00 % 918,849 115.25 %

* The annual covered payroll is based on the employee deposits received by TCDRS for the year ending with the

valuation date.
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COUNTY OF GLASSCOCK
Taxing History for Ten Years
September 30, 2010

The assessed valuations, tax rates, and taxes levied by the County of Glasscock for the past ten years are shown

below:

Roll Assessed Tax Taxes
Year Valuation Rate Levied
2000 $ 334,036,680 0.560000 1,866,141
2001 449,110,580 0.460000 2,066,092
2002 369,469,480 0.575880 2,127,701
2003 370,738,910 0.592520 2,196,702
2004 429,273,062 0.528910 2,270,470
2005 549,015,264 0.412326 2,263,732
2006 675,386,250 0.362300 2,446,921
2007 174,463,670 0.343165 2,657,687
2008 1,062,244,170 0.263400 2,797,954
2009 900,285,160 (0.342000 3,078,976

33



....... : COMPLIANCE AND INTERNAL CONTROLS SECTION



CERT}F!ED pusuc ACCOUNTANTS

A Limited Liability Partnership

Jerry L. Tinkler, CPA (325) 944-3571 Members of
Michael E. Oliphant, CPA FAX: (325) 942-1083 American Institute of CPAs
Calvin Featherston, CPA www._eckertandcompany.com Texas Society of CPAs
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable County Judge
and Commissioners' Court

County of Glasscock

P.0. Box 67

Garden City, TX 79739-0067

We have audited the financial statements of the governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the County of Glasscock, Texas, as of and for the year ended September 30,
2010, which collectively comprise the County's basic financial statements and have issued our report thereon dated
March 8, 2011. We conducted our audit in accordance with auditing standards generally accepted in the United States of

America and the standards applicable to financiat audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the County of Glasscock’s internal contro! over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the County of Glasscock’s internal control over financial

reporiing. Accordingly, we do not express an opinion on the effectiveness of the County of Glasscock’s internal control
over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not altow management or employees,
in the normal course of performing their assigned functions, to prevent or detect and correct misstatements on a timely
basis. A material weakness is a deficiency, or combination of deficiencies, in internal control such that there is a

reasonable possibility that a material misstatement of the County's financial statements will not be prevented or detected
and corrected on a timely basis.

Our consideration of internal conirol over financial reporting was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider tc be material weaknesses, as defined above.

We noted one matter involving internal control over financial reporting that we reported to management of the County of
Giasscock in a separate letter dated March 8, 2011.

2201 Sherwood Way, Suite 302 « P.O. Box 5821 « San Angelo, TX 76902-5821



The Honorable County Judge
and Commissioners' Court
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County of Glasscock’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an ahjective of our audi,
and accordingly we do not express such an opinion. The resuits of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Commissioners’ Court, others within the County, and state
awarding agencies and is not intended to be and should not be used by anyone other than these specified parties.

Sckort & Lompany, LIP

March 8, 2011
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